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Soviet Abilil)
To Accelerate

‘Arms Debated

Reagan SALT Stance
Shaped by Economics

By Walter Pincus
Washigton Post Staff Writer

President Reagan has adopted
the view, still not accepted by the
Central Intelligence Agency and
many Soviet experts, that the So-
viet economy is so overburdened
that Moscow's current level of de-
fense spending could not expand in
response to U.S. abandonment of
the SALT II treaty limits, according
to sources inside and outside the
government,

Reagan’s attitude was shaped
' largely by a meeting in April with
Henry S. Rowen, a Soviet expert on
the faculty of the Stanford Univer-
sity Business School and a senior
research fellow at the Hoover In-
stitute of War and Peace. Rowen
headed a recent CIA review of the
Soviet economy, which described
Moscow as facing a “terrible eco-
nomic situation.”

Rowen concluded, according to

on the panel, that Soviet
economic problems made it doubtful
that Moscow could finance the kind
of major weapons buildup that had
been predicted by a 1985 CIA stu-
dy. In a telephone interview from
France where he is vacationing,
Rowen said that he was “not saying
they could not respond with some
increases.” .

“The president believes the So-
viets are in bad shape economical-
ly,” one source who met recently
with Reagan said.

Kenneth L. Adelman, director of
the Arms Control and Disarmament
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® Soviet officials hint ot bet-
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Agency, who pushed for Reagan '
May 27 announced intention to ex-
ceed the limits of the unratified
SALT 1l treaty, captured the pres-
ident’s view last week when he
wrote in The New York Times that
“the Soviets already have their ac-
celerator near or on the floor” and
thus could not significantly increase
their strategic weapons production.

Not everyone agrees.

Reagan and his aides are “pro-
foundly misguided,” according to
Dmitri Simes, a Soviet expert with
the Carnegie Endowment for Intec-
national Peace. Soviet leader
Mikhail Gorbachev “definitely has
serious problems at home and
abroad and in the long run the [Rea-
gan] view might prove correct.”

But the new Soviet leadership
has “a new element of self-confi-
dence bordering on arrogance . . . .
If we believe they are on the ropes
and they, in contrast, feel they can
keep Mother Russia not second to
anyone, that can lead to a bad time,"

Simes added.

David -Holloway, a specialist on
Soviet defense policy at Stanford
University, said that although the
Soviet economic problems are se-
rious, “they are not so bad that they
can’t stay in the arms race .. ..

* The key thing is not economic but

political, the willingness of Gorba-
chev to mizike that kind of deciswsi:
and mobilize support.”

At a recent news conference, So-
virt Embassy arms control special-
ist Vitaly Churkin bristled when
asked about the Reagan administra-
tion view that Moscow could not un-
dertake an arms buildup. “I would
like to point out that as you know
historically, if anything, we are v.ry
good at rising up to challeryes. If
we are challenged, we will certamliy ,
be able to respond in kind.”, .

While there is debate amony
Kremlinologists over the capahel-
ities of the Soviet military-industria]
complex, there is surprising una-
mimity that Gorbachev has been
trying to cap Moscow’s defense
spending.

Under Gorbachev’s ip,
according to Steven Mem
viet expert at the Massachusetts
lastitute of Technology, the recent
Soviet Party Congress platform ap- '
proved a change in the description
of how defense spending levels will
be determined in a way that permts !
the party’s political leaders to lower
them.

The new standard, Meyer said, is
to fund the military so it can pre-
vent “strategic superiority of the
foroes of the imperialists,” whereas .
1ae previous standard was a pledyc
to provide the Soviet military = -
whatever it believed needed “to re-
Eably defend the homeland *

Under the old formulation, the
Soviet chief of staff would have the
final word on what was needed.
Now, Meyer said, the party lead-
ership will be able to insert ics
views on what the United States is
doing as part of the mix. .

US. intelligence sources said
that the policy shift initially came to
light after reparts arose of 3 clash
between Soviet political and mili-
tary figures in high-level confer-
ences.

Meyer and Holloway said they
believe the change gives Gorbachey
a new tool to control military fund-
ing. “The shift reflects not Just eco-
nomic but also doctrinal constraints
on the military,” Holloway said.

Rowen acknowiedged that “Gor-
bachev is trying to hold down if not
cut defense spending,” but said 11,
move relates to overall Soviet eco- I
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GOrDacneév and the Ailing Russian Bear

By Heney S, Rowen®

And VLADIMIR G. TremL

The leadership of the Soviet Unton Is

conlronted with the most fundamental and

ditlicut of cholces, one made more urgent

by the precipitous decline in oil prices:
* It faces the prospect of conti

a

year In tolal Investment. A huge Invest-
ment Increase Is planned for machine -
bullding (80%) and a large one for energy
{about 30% for oll, coal and eleciric
power). The large share going to agricul-
ture Is to be held nearly constant. So all

perhaps worsened, economic stagnatlon.
Overroming this condiiion requires a ma-
Jjor Increase In (he productivity of labor
and capital; 1hs Increase |s sought
through new managers, more discipline, a
crackdown on alcoholism, and renovation
of the nalion's stock of machinery. But
what 13 really needed Is to reduce the re-
fime’s cenlral control over the economy.
* ‘Reduced control would alter the dis-
irlbution of Income, transform repressed
infiation into open Inflatlon and probably
cause fabor strile. In time, It would dimin- )

olher gories will have to fall: transpor-
tatlon, construction, housing, services. The
key, then, must be Increased productivity.
Factors of production (of labor and capi-
{al}, which declined about 1% a year after
1975, are now to increase by almost 1% a
year,
This s pot a credible plan. An obvious
problent Is & much worsened trade pros-
pect. Since the early 19704 the Soviel econ-
omy has become much more dependent
upon (rade; there have been massive im.
poris 6f food, consumer goods and ma-

derwriting loans and overpaying for gas.

Moscow Is already squeezing the East
Europeans to gel more and better ma-
chinery out of them. The days ol Soviet
subsidized oll are over; indeed, Moscow is
now Irying (o get more Irom them In ex-
change for less. The limit to this squeezing
process will be the fear of further popular
eruplions in Eastern Europe.

In short, economic performance will
probably be no better than In the recent
past and could easily be worse. (The ant)-
drinking campaign, potentially beneficial
in the long run, probably won't help soon.
1t leaves people with more but few
additional goods; the likely resulf is more
inftation.) One conn,uenu-ol symbolic
importance—~Is that apan by 1990 may
Mave displaced the Soviet Union As the

ish party control over the country,

¢ Without such a shift the country s
faled to remain economically backward—
behind by about a generaton (25 to 0
yearsi ~relalive 10 the Wesi. Allhough
such a lag certalnly doesn‘t exist for the
Savlet milltary sector loday, over time Its
ablilty to compete miiltarily will be in
Jeopardy,

L Is increasingly apparent that the pe-
rod of rapld economic growth from 1950 to
1975, which averaged 5% & year, was g
one-lime shilt from s very backward,
largely agricultural soclely 10 a semi-mod-
ern, largely Industriaiized one. This growih
was achleved through exiensive exploita-
llon of nalural resources, more labor in-
puts, and technology oblained from the
West. Since 1975, estimated gross natlonal
product growth has averaged a little more
than 2% a year (1% per caplia). Although
growih in the West also slowed over this
perlod, the West was badly hurt by oll-
price tises while the Soviet Unlon, a major
oll and gas exporter, profited from them,
No Call for Sacrifices

There also s abundant evidence of
grave social lils, Infant mortality has been
Increasing, alcoholism has reached slarm-
Ing levels, and life expeclancy has been
declining for 20 years. By 1980, the average
life expeciancy of men had receded to the
mid-1950s leve) of aboul 60 years.

The new Five Yesr Plan (1986-90)
promises lo gel the country moving again.
It sets an ambitious target of 5%-a-year
growth o 2000. It calls for & more modest
3'57% GNP increase for the next live years,
Industrial outpul growing at 4%% year
and machinery outpul al around 7%. The
supply of consumer goods 1s o grow also;
Ihere was no call for sacrifices al the re-
cenl 2Tth Party Congress.

This Is 1o be done with |itle n Séhitize

Mr. Gorbachev talks abous
“oight” and “should” be made, Bu

new, basic ideas,

major changes that
t there is d poverty of

and nothing major happens.

chinery. (By the early 19805 more (han
one-third of newly Installed machinery was
Imported.) Now, that growth source s
gone, Alter yeats of Increases, olj produc-
fion has declined for two yesrs and In 1985
the volume of oll exports 1o the West de.
clined 30%. To compound the problem, the
dollar price of oll has fallen about one-haif,
(This drop lowers the value of natural (1]
sold to Western Rurope about $1.5 blitlon &
year; I the Europeans don't negotiate a
payment cut, they will be giving the So-
viets a huge gilt.) To top 1t off, weapons
ssles to oll-rich countrles, a markel re-
cently vaiued at $5 billion (o ¢6 billion a
year, are shrinking fast.

Allogether, Soviet hard-currency earn-
Ings In 1966 will be half what they were in
1984. Moscow's response last year was lo
borrow an additional $5 billion, and It will
seek more this year. By the end of 1886, Its
het debt probably will be about $20 billion
83 agains! annual hard-currency eamings
of under 320 billlon. Further borrowing
from private sources will come harder—in
the absence of Western government guar-
antees. Moscow will iry to sell more oll to
the West, perhaps diverting more {rom the
East Buropeans for that purpose, and
more gold and diamonds, but If ofl prices
stay down, It won't come close to recoup-
Ing Uts losses. :

The result will be & sharp fall In some
combination of Soviet food and equipment
Imports from the West; the choice of which
1o cut will be a hard one. Al the very least,
extra machhery will not be avallable from
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wotld’s second-largest economy.

Mr. Gorbachey lalks sbout mijor
changes thal “ought” and “should” be
made. Bul there is a poverty of new, bisic
Idess, and nothing major happens. Of
coutse, the bureaucracy mighlily resists
change and Mr. Gorbachey will wanf (o
limit changes 1o those essentia) to eking
oul enough economic gains to enable him,
above all, to keep control over the country
and also lo sustain its military strength
and its forelgn empire. With good weather,
enough Western resources, and skillful
managemenl, he can defer the riskier

! sirategy of giving people more economic
{reedoms In order to stimulate growth,

H the regime doesn't change course, |t
will gradually lag in military competition,
given the consiraint on resources and the
evolutlon of modern technologles. These
technologies center on the processing and
{ransmission of Information, technologies
that a centrally planned system not only
lags In creating but that also threaten s
Internal control. Moreover, the regime Is
not In good shape 1o take on costly new
ventures abroad. Sulll, a note of cautlon:
Operations in Afghanistan, Angola and
Nicaragus are being pursued more vigor-
ously under the new management; It won'(
pass up low-risk opportunities (for Instance
in Pakistan or Iran}, and It stn possesses
8 powerful military esiablishment.

Although there Is much uncertainty
aboul if and when Mr. Gorbachev will try

(0 move toward a marketlike system and

11/04/20 * CiA-RDP90B01390

S.J.
4/21/86

of collapse; (b} the Soviet Unlon is not go-
Ing 1o strike against the West—retreat is
more in character for a Leninist system in
dilficulty, and fc) Mr. Gorbachev badly
needs rellef from the military compeltition
ol the West and Just as badly needs the
West's resources.

Issues to Be Aware of

What should the West do? Here are
some gulding principles. First, the democ-
racles have an Interest in » politically di-
versified Soviet system. A judgment must
be made on whether helping the alling
bear or having unsubsidized economic re-
lations 1s the better way to promote this
goal. Many Buropeans and some Ameri-
cans hold (hat Western subsidies keep the
Soviels from becoming desperate and
more dangerous, and .promote useful
change. That theory, in the form of de-
tente, worked poorly In the 1970s and pros-
pects for It now aren't good. The key rea-
son IS that the Moscow establishment
doesn’t want to change; the more help it
gets, the less likely it Is to change.

Second, all capltallst leaders should be
consclous of the weakening Soviet competi-
tive position. For the Japanese it bears on
thelr recovery of four small Soviel-occu-
pled Islands north of Japan's mainiand; tor
the Buropeans it offers increased scope for
reducing the Soviet miltary threat to them
(withoul matching Western concessions) ;
for the U.S., which has an Interest In all ot
these issues, It bears on nuclear-arms-con-
trol negotiations, extensions of the Soviet
empire in the Third World, Jewish emligra-
ton and other matters at issue.

Third, the more communication and
personal contact there is between the peo-
ples of the Soviel Union and the West —and
the freer the communications among the
Soviet peoples—the more constrained will
be the arbitrary power of the rulers. In ad-
dition to what we unilaterally do (1oday
with radios, tomorrow pethaps with direct
TV broadcasting), promoling this purpose
should be prominent In our continuing
transactions with the regime.

The pressure Is mounting in Mascow 1o
travel partway down the capltalist road.
Although significant movement seems un-
likely soon, there may be some by the end
of the decade. Al a laler stage In the evolu-
lion of the Internal crisls, a wider range of
positive  Western aclions 1o promote
change might be warranied. But that Is [
Iater and uncertaln prospect.

Mr. Rowen is a professor at the Stan-
Jord University Businese Srhool and a se
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